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To - Standard Practice Manual Distribution List October 7, 1988°
From : Don Schultz
Re - Correction to Total Resource Cost test in Standard Practice Manual

Standard Practice Manual: E¢onomic Analvsis of Dernand-Side Management
Programs. published December 1587, CEC Publication Number P400-87-003

Pat Herman (BHC) and Eric Hirst {Oak Ridge Natlonal Laboratory) both noticed that the
formula for calculating participant costs in the Total Resource Cost (TRC) test is wrong. The

needed correction is explained below.

Specifically, the fuormula for calculating TRC costs includes three terms: utility
administr tive costs, participant device costs, and (for fuel substitution programs) utility

increase supply costs (see page 29).

N UC + PC + UKC
CRC= 5 {1+d) ~t-1
The Manual indicates that utility administrative and participant costs are not modified to

reflect program attribution adjustments (Le.. the gross-to-net issue) while utilify increased:
supply costs and program benefits are adjusted for attribution.

514.50!6( Be. nt:ill

In order to retain symmetry with the benefit side of the equation, the participant cost )
component of the TRC costs should be corrected to refiect program attrthution. To make this
clear, we suggest renaming the participant cost as PCN to designate "Participant cost - net”. The
change would also carry through to the Levelized Cost {LCRC) test. Please note that this
applcation of gross-to-net ratios applies only to the participant costs and not to the utility

administrative costs. E
. 13&44L

The next time we putilish the Standard Practice Mafual we will correct this error. In the
meantime, please mark up your manual on page 28 {definitionts and formula), page 31
{exarnple), page C-2 (swmmmary of equations), and page C-6 (glossaryl.

This correction has been approved by all major California pa_rticipénts to the Standard
Practice revision process. Future DSM cost-effectiveness filings- by all parties in California

should reflect this correction.

If you have any questions regarding this correction, please contact either Don Schwartz at the
CEC (916-324-3488) or Don Schultz at the CFUC {9 16-324-53835). '
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